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3.6.1-7 Limitations on Subcontracting (July 2008)

By submissicon of an offer and execution of a contract, the Offeror/Contractor agrees that in
performance of the contract in the case of a contract for;

(a) Services (except construction). At least 50 percent of the cost of contract performance
incurred for personnel shall be expended for employees of the prime contractor.

(b) Supplies (other than procurements from a regular dealer in such supplies). The prime
contractor shall perform work for at least 50 percent of the cost of manufacturing the supplies, not
including the cost of materials.

(c) General construction. The prime contractor shall perform at least 15 percent of the cost of the
contract, not including the cost of materials, with its own employees.

(d) Construction by special trade contractors. The prime contractor shall perform at least 25
percent of the cost of the contract, not including the cost of materials, with its own employees.

Compute small business subcontracting labor cost percentages as follows:
Contractor Subcontractor

Direct Labor $ $
Allowable Overhead

Subtotal (A) (B)

Labor G&A @ %

Total Labor Costs (C) (D)

To calculate the subcontracting percentage, first add Direct Labor and Allowable Overhead and
enter the figures for the contractor in space (A) and for the subcontractor (if available)* in space
(B).

Next, calculate Labor G & A by multiplying the G & A rate by the subtotal figure in space (A).
Calculate subcontractor Labor G & A by multiplying the subcontractor's G & A rate by figure (B).
Add the Labor G & A to the Subtotal and record that figure in the spaces for Total Labor Costs (C)
and (D).

Now, using the formula (D)/(C) + (D), calculate the subcontracting labor cost percentage.

*You need to be comparing as like figures as possible; therefore, if you have a breakdown of the
subcontractor's costs, use it in the formulation above. If you do not have a breakdown of the
subcontractors' costs, you should use the Total Subcontracting Amount for item (D), though you
should still breakdown the contractor's costs.

(End of clause)



